Measurement of consumer credit by Ralph A. Young
MEASUREMENT OF CONSUMER CREDIT*
Not so many decades ago, consumer credit as
such was little known and seldom distinguished
from credits granted for business and related pur-
poses. Today it is recognized to be a special type
of financing that greatly influences the rate of
expansion or contraction of consumer demand and
hence the level of business activity. Changes in the
volume of consumer credit, depending on their tim-
ing in relation to other economic changes, can
accentuate or moderate tendencies toward over-
expansion or recession and thus contribute to eco-
nomic instability or stability. It is therefore im-
portant that we learn as much as possible about
the level and movement of this particular type of
credit.
Today, businessmen closely concerned with con-
sumer markets need to know the trend of consumer
credit in order to make sensible operating decisions.
About half of the new automobile purchases are
financed by credit. A major share of the home
appliance market is normally dependent upon con-
sumer credit, as is a large part of the market for
less expensive consumer goods. For this reason,
dealers, lenders, and even manufacturers should
know the facts concerning consumer credit volume
in order to appraise their markets properly. This
information, although more important to some types
of dealers and lenders than to others, is significant
to all in assessing their own problems.
Businessmen, economic observers, and public
officials seeking to obtain a balanced view of cur-
rent economic developments and trends need in-
formation on consumer credit along with other
significant credit indicators for judging effectively
the financial side of changing situations. In evalu-
ating business prospects, consumer credit trends
must not be overly emphasized, but they must not
be left out of account. The problem is to gain
perspective that gives appropriate weight to each
strategic economic series. There are no standard-
ized rules to serve the economic analyst. The con-
clusions he draws must be the product of the
breadth and depth of his economic knowledge and
experience. The statistical image which he may
use in arriving at his judgments can at best serve
as no more than a general guide.
Quantitative information on consumer credit
trends is of particular interest to those who have a
regulative and supervisory interest in the mone-
tary and credit field. Today, consumer credit paper
held by banks probably approximates nearly one-
seventh of their loan portfolios. Another sizable,
but unknown, percentage of bank loans and dis-
counts represents advances to finance companies
and retailers for the purpose of carrying consumer
receivables. Altogether, consumer credit paper rep-
resents important backing for our most common
money-—bank deposits. Changes in consumer
credit volume, therefore, are among the key factors
influencing the economy's total supply of money.
For intelligent management of our monetary and
credit system, monetary authorities need to have
as full knowledge as possible of the essential facts
concerning consumer credit trends.
CONCEPTS OF CONSUMER CREDIT FOR PURPOSES OF MEASUREMENT
Preliminary to the discussion of the Federal Re-
serve series on consumer credit, in which you are
particularly interested, it is well to pause briefly
for a consideration of concepts. It will help toward
understanding why our current figures are less
definitive than we would like them to be, and why
* Paper presented by Ralph A. Young, Director, Division
of Research and Statistics of the Board of Governors, and
Homer Jones, Chief, Consumer Finances Section of the Di-
vision of Research and Statistics, before the University of
Illinois Consumer Credit Conference, Chicago, 111., Oct.- 5,
1950. The paper was prepared with the assistance of Tynan
Smith and Donald Fort of the Board's staff.
we are constantly seeking to improve them.
The problem of definition. No precise definition
of consumer credit has ever been agreed upon.
One of the pioneers in the field, the late Rolf
Nugent, defined consumer credit as credit extended
to individuals to finance the purchase of consumer
commodities and services or to refinance debts
which had their origin in such purchases.
1 This
definition can be precise only to the extent that
the words "individuals" and "consumer commodi-
1 Consumer Credit and Economic Stability (Russell Sage
Foundation, 1939), p. 31.
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ties and services" have precise meaning. Further-
more, the measurement of consumer credit can be
precise only to the extent that available data make
it possible to separate consumption items from
production items.
Distinction between credit used to finance con-
sumption and credit used to finance production is
desirable in appraising economic developments.
The impact of the two types of credit on the econ-
omy can be very different. Consequently we are in
general trying to make a useful distinction by con-
sidering consumption in broad terms and exclud-
ing from consumer credit any credit used directly
for the productive process.
It is only as a result of our present state of in-
dustrial development that any attempt can be made
to separate consumer and producer credit. In a
predominantly agricultural or handicraft society,
personal and business activities are so intertwined
that it would be hopeless to try to segregate strictly
consumer financial matters. But when most of the
productive activity is carried on by separate legal
entities and most of the workers are wage earners,
the measurement of consumer credit and the study
of consumer finances becomes feasible and signifi-
cant.
This general observation is not to be interpreted
as meaning that the measurement of consumer
credit as distinguished from producer credit can
now be accomplished without some "fuzzy" edges.
No productive process can be carried on unless the
workers have food, clothing, shelter, and even trans-
portation. Are these strictly consumer items? In
the great farm sector and the large area of small
individual enterprise in the trade and service in-
dustries, the demarcation between consumer and
producer finance is not a line at all but a broad
shadowy area.
Fortunately, the institution of finance itself is of
some help here. Traditionally, it has liked to think
of a distinction between credit for production and
credit for consumption; whether a credit applica-
tion is to be considered or not and the kinds of risk
protections to be provided in the credit contract
depend in considerable degree on this distinction.
One must admit, however, that this institutional
effort at distinction is helpful only in part. Credit
in the borderline areas may have a multiple purpose
and, in any case, if flows into a consumer pool of
purchasing power from which dollars flow out for
expenditures that cannot be tagged as strictly for
production or consumption.
A farmer may use a radio purchased on credit
to get weather reports needed to carry on his farm-
ing operations and also as a source of personal
pleasure. In general, this problem has been resolved
on the assumption that the primary purpose of such
goods is personal use and the credit involved in
their purchases has been regarded as consumer
credit.
2 It is possible that an effort might be made
to prorate such credit in accordance with the pro-
portion of business and personal use of certain types
of articles but this would require collection of much
more detailed data than are now available.
Exclusion of credit transactions between individuals.
Consumer credit is extended through personal
channels—i.e., relatives and friends—as well as
through established business and financial channels.
Should measurement undertake to embrace the
combined channels or only one of the two? Here
the availability of records, again a matter of the
organization of economic activities in an advanced
industrial society, determines the answer. There
are no available data for credit transactions between
individuals. Hence, estimation as a practical matter
is confined to consumer credit extended through
business channels.
For purposes of understanding business and
financial processes, this procedure covers the really
important phase of consumer financing. But the
omission of loans made through personal channels
makes it difficult to interpret changes in consumer
credit volume over a relatively long period. As our
industrial society becomes more complex and more
personal, a part of the growth shown by con-
sumer credit series based on loans by businesses
and financial institutions probably reflects some con-
sumer financing that has been transferred from per-
sonal channels. Hence we must discount to some
extent the growth shown by figures that include
2 Loans made by commercial banks to farmers are one
exception to this treatment. All such loans, under present
call report instructions, are included in bank loans to farmers
and are excluded from our consumer credit series. In 1940,
when the commercial banks began to report their consumer
loans in a separate call report category, it did not seem de-
sirable to change the long-standing "loans to farmers" group-
ing ("agricultural loan" grouping as it was then called) by
putting loans to farmers for consumption purposes in the
consumer loan category. Nor was it feasible to introduce a
further breakdown in the farm loan grouping to permit the
segregation of consumer loans. However, consumer credit
extended to farmers by retailers or financial institutions other
than commercial banks is included in the present consumer
credit series.
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only the formally organized channels of credit. It
is possible that we are now developing a technique,
rough though it may be, that may be useful in
measuring trends in consumer credit extensions be-
tween individuals. This technique is the Consumer
Finances Survey sponsored by the Federal Reserve
Board and conducted for the Board on an annual
basis by the Survey Research Center of the Univer-
sity of Michigan.
Loans on life insurance or savings shares and de-
posits. The present necessity of restricting consumer
credit measurement to transactions through business
channels raises a special problem. What about
consumer credit extensions by insurance companies
on policy loans, by savings and loan associations on
share accounts, and by savings banks on passbooks ?
These have been excluded from consumer credit
estimates on grounds that the borrower is in effect
borrowing his own funds. Whether this is an ap-
propriate determination of a complicated matter is
still an open question that must be further explored.
The argument that the borrower is merely bor-
rowing his own funds could be extended to bank
loans made to borrowers who had deposits in the
bank. However, a considerable* proportion of all
credit is secured by assets of some sort. It does not
seem logical to raise the question of offsets only
when the asset used as collateral for a loan is held
in the lending institution. Is it reasonable to ex-
clude loans secured by the cash value of life in-
surance policies when made by life insurance com-
panies but include them when made by banks? A
similar situation exists in the case of loans secured
by savings and loan shares or by savings bank pass-
books.
Charge account balances. Another major concep-
tual problem is the question of inclusion of charge
account balances as part of consumer credit. It is
sometimes argued that a charge account is pri-
marily a matter of convenience rather than of credit.
It is probably true that most people regularly pay
the amount owed shortly after receiving their bill
each month. These people do not usually think of
their charge accounts as an opportunity to obtain
credit, although from time to time, when their
purchases have been unusually large or other com-
mitments heavy, they take advantage of the privi-
lege of delaying part or all of the payments for
two or three months. Many people, however, do
not make a practice of settling their charge ac-
counts each month and habitually use them as a
means of obtaining credit.
Even though the convenience aspect may be of
prime importance to the majority of charge account
customers there can be no question that charge
accounts are a form of credit extension. When
goods are not paid for at the time of purchase or
delivery, credit must be extended and the buyer
incurs a liability. Thus, it seems reasonable to
classify charge accounts as consumer credit even
though they are generally of much shorter duration
than instalment credits. The difference is one of
degree rather than one of kind.
Exclusion of long-term loans. Another general
concept that needs to be reconsidered is the matter
of time. Credit is either the deferred payment of
cash or the exchange of cash in the future for cash
in the present. The expiration of time before cash
payment is made or final loan maturity is reached
cannot be ignored, and yet the statistics commonly
labeled consumer credit estimates relate only to
credits extended for short and intermediate periods.
Whether this is a proper restriction of consumer
credit is most certainly open to challenge. About
all that one can say to excuse the usage is that it
somehow or other got started and became conven-
tionalized.
It makes a big difference whether, in seeking a
measure for total consumer debt, one stops with
conventional consumer credit magnitudes. Long-
term debt of consumers, secured by mortgages on
one- to four-family dwellings, is currently estimated
at some 41 billion dollars.
3 Adding this sum to
the total of conventional consumer credit as cur-
rently estimated, one gets a grand total of consumer
debt in the neighborhood of 61 billion dollars.
Future progress in the understanding of consumer
credit levels and trends may well include a termi-
nology more descriptive of what the measurements
purport to be.
3 Were estimated mortgages outstanding on one- to four-
family dwellings used as a measure of long-term consumer
debt, another conceptual difficulty would be encountered.
Strictly, a mortgage on a multiple dwelling with only one
unit occupied by the owner is in smaller part consumer debt
and in greater part producer debt. And obviously, a mort-
gage on a multiple dwelling of which no part is occupied
by the owner is entirely producer credit. In the present
state of the statistical arts in mortgage credit, it is not pos-
sible to say precisely what proportion of the mortgages on
one- to four-unit dwellings relates to properties of more
than one unit, although informed statisticians believe it to be
relatively small. Furthermore, it is not possible to state
what proportion of this proportion would be represented by
structures without owner occupancy, although again the
informed guess is that the proportion is small.
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BASIS OF FEDERAL RESERVE ESTIMATES OF CONSUMER CREDIT
From the preceding discussion of concepts it is
probably clear what the Federal Reserve estimates
of consumer credit purport to cover. To recapitu-
late: they relate to short- and intermediate-term con-
sumer credit and to consumer credit extended only
through organized business and financial channels.
Their specific coverage is as follows:
1. Instalment sale credit extended for the pur-
chase of and secured by automobiles and other
consumer durable goods.
2. Instalment loans made to individuals for
the purpose of purchasing consumer goods, con-
solidating debts, financing residential repair and
modernization, financing education, or for similar
purposes.
3. Charge account credit arising from retail
sales to individuals.
4. Single-payment loans made by banks and
pawnbrokers to individuals for consumption
purposes.
5. Service credit to individuals, which includes
balances due for public utility services, medical
services, laundry, cleaning, and repair services,
and other miscellaneous personal services.
BACKGROUND OF THE SERIES
The present consumer credit series had its origin
in pioneering studies conducted in the late thirties
by the Russell Sage Foundation and the National
Bureau of Economic Research. The Russell Sage
Foundation undertook to compile basic annual
data for all short- and intermediate-term consumer
credit extended through organized business and
financial channels. The National Bureau confined
its studies to the consumer instalment credit field.
At an advanced stage of these latter studies, the
Russell Sage Foundation and the National Bureau
joined forces and elicited the cooperation of the
Department of Commerce in developing a mutually
satisfactory procedure for estimating the monthly
volume of new credits granted and of credits out-
standing in the instalment area. On the basis of
this cooperative endeavor, these three agencies to-
gether prepared what was considered to be a rea-
sonably comprehensive monthly time series for the
period 1929-38.
With the completion of this cooperative research,
the Department of Commerce undertook the task
of maintaining and publishing current monthly
estimates of the outstanding volume of consumer
instalment credit. In early 1941, the Department
began to extend the scope of its estimates to cover
"all" short- and intermediate-term consumer credit,
basing its estimating procedures for noninstalment
credit pretty largely on the methods and primary
data compiled earlier by the Russell Sage Founda-
tion. The Commerce estimates for total consumer
credit were first published in the fall of 1942, and
covered the entire period including 1929 through
mid-1942. Shortly after the completion of these
comprehensive consumer credit series, responsibility
for maintaining consumer credit statistics was trans-
ferred from the Department of Commerce to the
Federal Reserve Board. Since that time, the task
of keeping the statistics up-to-date has been lodged
in the Board's Division of Research and Statistics.
In carrying out this assignment, the Division has
thus far largely adhered to established procedures
and patterns, but with such revisions and refine-
ments from time to time as it has been feasible to
make with the information and staff available.
GENERAL ESTIMATION PROCEDURE
In general, our estimating procedure for the con-
sumer credit series is as follows. We secure data
from monthly reporting samples of retail dealers
and financial businesses. The percentage changes
in the monthly sample data are applied to bench-
mark estimates of national totals in order to give
monthly estimates of national totals.
We naturally aspire to have accurate reporting
by as representative samples as possible. Also, we
need accurate benchmarks at not too long intervals
so that proper adjustments for the changing rela-
tionships between the samples and the universe
can be effected.
In practice, businesses report to us on a volun-
tary basis and we desire to continue on this basis.
This imposes certain statistical limitations, both as
to coverage and representativeness of the report-
ing samples.
Instalment credit—general. Consumer instalment
credit, as treated in our series, consists of two
major components. One is instalment sale credit,
that is, credit arising from instalment sales of re-
tail dealers. This is classified according to the
type of dealer originating the sale credit. The
other component is instalment loan credit, which
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is credit arising from loans extended directly to
consumers by banks, loan companies, and other
financial businesses. Loan credit is classified ac-
cording to the type of financial business holding
the credit.
Our consumer credit estimates are based on data
obtained from various classes of retail dealers and
financial businesses. The classification of these
estimates by originator or holder of the credit is
largely determined by the availability of source
data.
Instalment sale credit. Instalment sale credit out-
standing is intended to measure the unpaid balance
of all instalment credit which has arisen from in-
stalment sales. It is classified according to the type
of dealer originating the credit, rather than accord-
ing to the type of dealer or financial business hold-
ing the credit.
Instalment sale credit outstanding for the period
1929-40 was estimated indirectly on the basis of
sales and collections data. This procedure was
indicated by the type of data available at the time
the estimates were first made. Monthly instalment
sales were estimated in order to obtain the volume
of sale credit granted by each type of business.
Estimates of average duration of credit were made
from data on collection ratios. From these esti-
mates of credit granted and duration, repayments
were estimated. From the resulting series of credit
granted and repayments, figures for outstanding
balances of instalment sale credit were built up.
The estimates for 1939 thus prepared were found
to check closely with estimates of sale credit hold-
ings based on the 1939 Census of Business.
Estimates of automobile sale credit outstanding
from 1941 to 1947 are projected from 1940 esti-
mated levels on the basis of the monthly movement
of retail automobile receivables held by sales finance
companies. For the period since 1947 we have
used the combined movement of automobile re-
ceivables held by sales finance companies and com-
mercial banks. We have no monthly sample data
on receivables held by automobile dealers, although
we do get some annual data from the Retail Credit
Survey.
For department, mail order, furniture, and house-
hold appliance stores, we have monthly sample
data on instalment receivables held by the stores.
Estimates of sale credit originated by these dealers
since 1941 are projected from 1941 levels on the
basis of the monthly movement of the sample data
on receivables held. The monthly estimates are
adjusted to be consistent with relations derived
from the 1939 Census of Business, annual Retail
Credit Survey sample data, and Commerce Depart-
ment estimates of annual sales.
We also estimate the volume of instalment sale
credit granted. For the period 1929-40 these esti-
mates were obtained in the course of deriving the
estimates for credit outstanding mentioned earlier.
For the period since 1940 a different procedure has
been used. Automobile sale credit granted for the
period 1941-47 has been projected on the basis of
the movement of automobile paper acquired by a
sample of sales finance companies. For the period
since 1947, automobile paper acquired by commer-
cial banks has also been taken into account. Sale
credit granted by other types of retailers from 1941
on has been estimated by adding the monthly net
changes in credit outstanding to estimated monthly
repayments. Repayments are obtained by multiply-
ing credit outstanding by the estimated collection
ratio.
Instalment loans. Instalment loan credit outstand-
ing is classified for the most part according to the
type of financial business holding the credit. It is
intended to measure direct instalment loans to con-
sumers, i.e., retail instalment loans and personal
instalment loans. It excludes purchases of paper
arising from instalment sales, which belong in the
sale credit category.
Our estimates of instalment loans held by com-
mercial banks from 1929 through 1938 are based
on the National Bureau-Russell Sage Foundation-
Department of Commerce estimates. From 1939
to date there have been benchmarks provided by
semiannual call reports issued by the bank super-
visory agencies. The procedure has been to esti-
mate the level of outstandings between call dates
by the movement of outstandings reported by a
sample. From 1939 through 1941 the American
Bankers Association had a quarterly reporting
sample, and from 1942 we have had a monthly
reporting sample.
Instalment loans of other financial institutions
have been estimated in a similar manner from
monthly sample data, adjusted to benchmark levels.
For credit unions and small loan companies an-
nual benchmarks are provided by State or Federal
reports. For industrial banks and industrial loan
companies, the only benchmark is a special survey
giving data for 1941-44 for industrial banks, and
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data for 1944 for industrial loan companies. Credit
of miscellaneous lenders is estimated on the basis
of the movement of the small loan company series,
tied to earlier estimates by Russell Sage Founda-
tion for the period 1929-39.
Insured repair and modernization instalment
loans outstanding are estimated on the basis of
data obtained from the Federal Housing Adminis-
tration. Monthly data on credit granted, adjusted
to exclude nonconsumer paper, together with av-
erage duration figures, are used to estimate repay-
ments and hence changes in outstandings. The
level of outstandings is adjusted to the annual
FHA call data. Noninsured repair and moderni-
zation credit is not included in our present estimates
of total consumer instalment credit.
Noninstalment Consumer Credit. This segment of
the Board's consumer credit series covers short-
term consumer credit which is not repaid in reg-
ular instalments. Included in this general group
are charge accounts, single-payment loans, and
service credit.
Charge accounts. A benchmark figure for charge
accounts was provided by the 1939 Census of Busi-
ness, and reasonably adequate sample data for our
charge account series were available for the period
1935-41. During that period there was a com-
merce sample of 12 trade lines reporting monthly
charge accounts receivable. For the period before
1935 estimates were projected back on the basis of
various data on accounts receivable and sales ob-
tained from the Retail Credit Survey and other
sources. For the period since 1941 total charge
account estimates are based on the movement of
charge accounts in only one trade line—department
stores.
Single-payment consumer loans. This series is in-
tended to measure single-payment consumer loans
to individuals. It includes estimates of such loans
by commercial banks and pawnbrokers.
Since 1942 the semiannual commercial bank call
report has included an item which has been assumed
to measure single-payment consumer loans to in-
dividuals. This has been used as a semiannual
benchmark beginning with 1943.
We have no direct monthly sample data on single-
payment loans. Our monthly commercial bank
sample reports instalment loans but not single-
payment loans. Weekly reporting member banks,
however, report a residual item "all other loans,"
which consists largely of consumer instalment loans
and single-payment loans, together with loans to
State and local governments, churches, and the
like. We estimate the monthly movement of single-
payment loans from the movement of "all other
loans" after deducting estimated instalment loans.
This estimated movement is used to give monthly
estimates of single-payment loans outstanding be-
tween benchmark dates and back to 1939, with a
somewhat arbitrary projection to 1938. Estimates
prior to 1938 are projected back on the basis of the
movement of the Russell Sage Foundation estimates
of single-payment loans of commercial banks.
Pawnbrokers' loans have been projected from the
Russell Sage Foundation estimates for 1929-37 on
the basis of the reports of a sample of pawnbrokers.
As you know, the single-payment loan series is
being revised. The single-payment loan item in the
call report, from which the series is estimated, is
somewhat of a catch-all. It apparently includes not
only single-payment consumer loans, but many
other noninstalment loans to individuals, where the
purpose is not specified, including many very large
loans. Over two-thirds of the amount reported for
this item consists at present of loans of $3,000 or
more. This question of the revision of the single-
payment loan series will be discussed later.
Service credit. Service credit is intended to meas-
ure the upaid balances due for services rendered
by public utilities, doctors, hospitals, laundries,
cleaning and pressing establishments, funeral par-
lors, and correspondence schools.
The estimates of the Russell Sage Foundation
are used for the years 1929-40. From then on,
estimates have been projected on the basis of income
payments in service industries, using the relation-
ship between income payments and the service
credit estimates for the 1929-40 period. No ade-
quate benchmark has ever been available for this
series.
PROGRAM FOR IMPROVING EXISTING CONSUMER CREDIT STATISTICS
We have been aware for some time of many relatively minor; still others are open to question
shortcomings in our consumer credit statistics, as to whether or not they are really defects or
Some of these defects are rather serious; others are merely matters of judgment which at this stage of
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our consumer credit knowledge can be resolved as
reasonably one way as another. Most of them seem
to apply more to the level than to the direction or
general movement of our component and combined
series.
We don't know all the different uses people make
of these statistics. But we believe that, for most
practical purposes, the focal point of interest is in
direction of change in consumer credit, rather than
in the absolute levels of credit balances. For the
kinds of judgments most of us have to make, what
really matters is whether consumer credit is going
up or down, and whether it is changing at the
monthly rate of 50 million dollars or 500 million
dollars, and whether these changes are measured
from one month to another by a consistent method.
Our guess is that the present series measure these
directional changes with sufficient consistency, and
hence reliability, for most purposes.
All of this is not to imply that as accurate esti-
mation as possible of the level of consumer credit
is not a desirable objective. Obviously, we need
as close an approximation to the actual level of
credit granted and outstanding as can be realized
for comparisons with other measures of financial
and business activity. Such comparisons provide
us with essential perspective and we cannot arrive
at trustworthy impressions of the changing role of
consumer credit in economic processes without
making them. At the same time, it is easy to
exaggerate the increase in understanding that we
would have if we knew more certainly that the true
current level of total consumer credit closely ap-
proximated 21 billion dollars rather than perhaps
19 billion or possibly even 23 billion. Admittedly,
we would be some better off if we had an exact
figure, and we would be still better off if we knew
that both the current level and the level for some
earlier period had the same degree of accuracy.
Those who have the responsibility for carrying on
the work of preparing current estimates have also
a responsibility for seeking to attain as close an
approximation to the true level as the state of the
measurement arts permits.
Altogether, we think the present consumer credit
statistics, imperfect as they are, may be pretty good
for the major uses to which they are put. Never-
theless, there is plenty of room for improvement.
And so we are in the process of organizing a pro-
gram for a comprehensive revision of the consumer
credit statistics. We are quite prepared to see the
revision result in a substantial change in the level.
Taking the body of the statistics as a whole, how-
ever, we do not know what the outcome as to
level may be. It may be a lower level but it may
also be the same or a higher level.
In order to produce better statistics, we will need
better reporting, better estimating techniques, and
perhaps a different form of presentation of the
statistics. We have made some progress along these
lines, but much remains to be done.
We need better benchmark data and better
sample data. The 1948 Census of Business will
provide us with valuable benchmarks for our retail
credit series. We have also provided for the re-
porting of detailed credit data by retailers and
financial businesses in the new Registration State-
ment for Regulation W. And, if practical, we may
undertake some supplementary surveys to cover
areas missed by the Regulation W registration. Al-
together, these materials will provide us with a
more comprehensive set of benchmark data than
we have ever had before.
We are hoping to improve our samples. Mem-
bers of the various samples report on a voluntary
basis and maintenance of membership in samples
is a grass roots responsibility. The Federal Re-
serve Banks bear much of the brunt of this work.
Various trade associations are active collaborators.
It is for all of us to keep on the job to maintain the
membership of the voluntary samples, and to keep
the members reporting regularly. All of us have
to keep constantly at it, or it will not be long before
the samples deteriorate. As in "Alice in Wonder-
land," we have to run as hard as we can just to
stay in the same place. But in this case it is not
enough to stay in the same place. For some trade
groups, we need larger and more representative
samples, and more careful reporting. The Federal
Reserve now has a System Technical Committee
working on this problem, but the System also needs
the continued active cooperation of the various
trade groups if the samples are to be improved.
There are certain areas in the instalment credit
field which are not adequately covered by the
present series. This in part reflects the dynamic
character of the consumer credit business and the
development of new lending and selling techniques.
For example, instalment loans for repair and
modernization of homes as first made by lending
institutions were almost 100 per cent insured by the
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Federal Housing Administration and therefore the
consumer credit series originally developed included
only insured repair and modernization loans. Since
that time, many lending institutions have made re-
pair and modernization loans without the protec-
tion of FHA guarantees, and these loans, which
presently amount to several hundred million dollars,
are excluded from our present total instalment loans
series. We hope to include these loans in the re-
vised consumer credit series.
Another example is the development by retail es-
tablishments of so-called budget plans, coupon plans,
and revolving credit plans. This type of credit in
some instances has many of the earmarks of con-
venience or charge account credit and is in fact
so considered and reported by some retail stores.
By definition, these various accounts are instalment
accounts since they are repayable in two or more
equal payments, but unquestionably they are not
fully reflected in the instalment sale credit series.
Correction here might not afreet the level of the
total consumer credit series. It might cut down the
charge account total but add to the instalment sale
credit total.
We hope to improve our estimating techniques,
to take full advantage of the better data we are
expecting. To this end, we are considering re-
vision of the general form of presentation of our
series. As mentioned before, our instalment credit
statistics are partly on an originator basis, and partly
on a holder basis. The question is whether this
arrangement should be continued, or whether, for
example, we should convert entirely to a holder
basis.
This choice between holder and originator series
depends, first, upon the data available. When the
series were originally established, a complete holder
series could not be obtained from the available
data. Since that time we have obtained, or will
soon obtain, sample data and benchmark data for
various classes of credit institutions which were not
covered originally. With these data it may be
feasible to make a complete set of estimates on a
holder basis. The estimation procedure would be
more straightforward than that for the present
series, and based on fewer assumptions. We realize,
however, that the holder-series approach presents
special problems of its own which need to be ex-
plored.
What we have been saying about the holder and
originator series applies to instalment credit. The
noninstalment credit items, namely, charge ac-
counts, service credit, and single-payment loans,
also present special difficulties.
The principal defect in our charge account series
is that it has been carried forward during most of
the years since the 1939 Census on the basis of the
movement of charge accounts in only one trade
line, namely department stores. The forthcoming
benchmark data from the 1948 Census of Business
will provide a basis for adjusting the level of our
charge account estimates. Also, we are hoping it
will be possible to build up our samples in the
various trade lines so that charge account estimates
can be carried forward on the basis of something
more than department store figures.
Our service credit series has been projected from
Russell Sage Foundation estimates a decade ago,
on the basis of income payments in service indus-
tries. The 1948 Census of Business will provide
no data on service credit. We need a benchmark
for this series. In addition we need current sample
data to project the series. The prospects of obtain-
ing either benchmark or current sample data are
not good. This is one field in which we especially
need the aid and cooperation of business, univer-
sity, and Government people interested in con-
sumer credit. It would be desirable to have spe-
cial surveys of particular areas of the service credit
fields on a national, regional, or even a local basis.
The shortcomings of the single-payment loan
series have received more attention than those for
any other item. As mentioned before, there is good
reason to believe that the preponderance of re-
ported single-payment loan balances consists of
nonconsumer loans. If we are to eliminate the
nonconsumer items it would be desirable to have
a breakdown of the various types of loans reported
as single-payment loans in the call report. Such a
breakdown has never been available, however, and
it is not likely to be in the near future. At the
same time we must be alert to any opportunities
for getting such a breakdown.
We do know that many large loans are reported
under single-payment loans. It seems reasonable
to assume that these are mostly nonconsumer loans
which should be excluded from the consumer credit
series and so we have recently drawn the line at
$3,000. Only single-payment loans smaller than
this amount are to be considered as consumer loans
in our current series. Larger loans are to be thrown
into nonconsumer categories. Since June 1949 the
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call report has contained the information necessary
for this division. We do not claim that the $3,000
break is perfect, but we think it is a step in the
right direction. If necessary, it can be changed
in the future.
We haven't decided yet how to revise the figures
for earlier years when this division was not avail-
able. Our single-payment loan figures for current
dates are going to be revised downward to about
one-third of the present level. If it is believed that
the series for earlier years has the same proportion
of nonconsumer items as our current estimates, we
might make a flat reduction of about two-thirds in
the level of the entire series. If, however, it is be-
lieved that the proportion of nonconsumer items
has varied over the years, we may vary the adjust-
ment accordingly. Whatever decision is finally
reached will have to be somewhat arbitrary, as
there is little factual information available. It is
not likely that there will be any solid basis for
making a radical adjustment in the general move-
ment of the single-payment loan series over the
years.
4
* # # * #
Planning and carrying out a comprehensive pro-
gram for improving these complicated statistics
brings up many difficult and time-consuming prob-
lems. There are questions of what items to in-
clude and exclude, and how to define them. There
are problems of how to promote wider coverage
* Editor's note. A provisional revision of the single-pay-
ment loan series was completed after this address had been
delivered. See pp. 1465-66 of this BULLETIN.
and better reporting in our samples. It may be
necessary to organize some special surveys to cover
gaps in our data. It is going to take a lot of
thought to work out the estimating procedures
that make the most efficient use of our data.
We believe you will agree that the improvement
of the consumer credit series is not just our prob-
lem, but it is the problem of everybody who is
interested in these statistics. The statistics can be
no better than the data we get. Our data come
directly or indirectly from retail dealers and finan-
cial businesses. All of the sample data are on a
voluntary basis. Any improvement that we or you
can bring about in the collection or reporting of
the data will bring a corresponding improvement
in the statistics. We also need to know what items
and what forms of presentation are of the greatest
value to those who use the consumer credit sta-
tistics. To the extent that Government credit
policy is based on our statistics, any improvement
that can be made in these figures will pay divi-
dends, by providing the Government with a better
basis for carrying out policies in the best interests
of all concerned.
We very much appreciate the active interest you
have shown in improving these consumer credit
statistics. We also appreciate the valuable criticisms
and suggestions you have offered us. They have
been of great help and we hope you will continue
to help us in this way. With everybody working
together, we believe we can reach our common
objective of a better understanding of this im-
portant area of finance.
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